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CATAMOUNT SOFTWARE,
Pl aintiff,
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MECA SOFTWARE, LLC,
Def endant s.

MEMORANDUM DECI SI ON GRANTI NG DEFENDANT M CROSOFT' S MOTI ON FOR
JUDGVENT ON PARTI AL FI NDI NGS

In this action, Plaintiff Harland A Macia, IIl, d/b/a
Cat amount Software (“Catanount”) asserts clains of trademark
i nfringenment and unfair conpetition under federal and state | aw
At trial, Defendant M crosoft Corporation (“Mcrosoft”) noved at
the cl ose of Catanount’s evidence for a judgment on parti al
findings pursuant to Fed. R Cv. P. 52(c).! For the reasons
that follow, the notion is granted as to all remaining counts of
Cat amobunt’ s Second Anended Conpl ai nt.

St andard of Revi ew

On a notion for judgment on partial findings, the trial
judge, as the final fact finder, reviews all the evidence
presented at the tinme of the notion without presunptions in favor

of either party. See, e.q., Regency Holdings (Cayman), Inc. v.

The Court has previously disnissed all clains against
defendants Intuit, Inc. and Meca Software, LLC



The M crocap Fund, Inc. (In re Regency Hol dings (Caynan), Inc.),

216 B.R 371, 374 (Bankr. S.D.N. Y. 1998) (collecting cases). The
judge may grant the notion if, on the evidence presented, the
judge would find against the party that has already presented
evidence and in favor of the noving party. See id. |If the court
grants the notion, it nmust support its judgnent with findings of
fact and conclusions of law Fed. R Cv. P. 52(c).? The
court’s factual findings are subject to review under the clearly

erroneous standard. See, e.g., Geddes v. NW M. State Univ.,

49 F.3d 426, 429 n.7 (8th Gir. 1995).

Factual Fi ndi ngs

Cat anount presented evidence at trial that was consi stent
wi th, and added very little to, the undisputed facts before the
Court at summary judgnent. Thus, a simlar statenent of facts
can be found in the Court’s prior order denying Mcrosoft’s and
Catanount’s notions for summary judgnment. See Op. & Order at 1-5
(Doc. 172).

Cat amount brings this action claimng that Mcrosoft has

2 Specifically, Fed. R Cv. P. 52(c) provides:
“I'f during a trial without a jury a party has been fully heard on
an issue and the court finds against the party on that issue, the
court may enter judgnment as a matter of |aw against that party
with respect to a claimor defense that cannot under the
controlling | aw be mai ntai ned or defeated without a favorable
finding on that issue, or the court may decline to render any
judgment until the close of all the evidence. Such a judgnent
shal | be supported by findings of fact and concl usions of |aw .
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infringed on a trademark, “PocketMney,” that it uses to market
personal finance software for personal digital assistants
(“PDAs”). Catanmpunt, a Vernont-based conputer software conpany,
first used the “Pocket Money” mark in comrerce on June 16, 1994.
Aug. 10, 2004 Tr. at 32. Initially, the Pocket Money programonly
ran on the Apple Newton. 1d. In 1999, Catanount nade
Pocket Money avail able for the Pal m Operating System Aug. 10,
2004 Tr. at 41. Catanount began offering Pocket Money for the
W ndows CE operating systemin 2001. Aug. 12, 2004 Tr. at 11

Cat anmount founder Harland Maci a nanmed Pocket Money. Maci a
chose the nane after considering options such as “ATM and
“Pocket Change.” Aug. 10, 2004 Tr. at 34. Wen he naned
Pocket Money, Macia was aware that M crosoft used the term
“Mcrosoft® Money” to nmarket personal finance software for
desktop and | aptop conputers. Aug. 10, 2004 Tr. at 35. Macia
was al so aware that another personal finance application for PDAs
was mar ket ed under the nanme “Pocket Quicken”. Aug. 10, 2004 Tr.
at 36.

Cat anount filed a federal trademark application for

“Pocket Money” on February 17, 1998. Pl.’s Ex. 8. This

application is still pending before the Patent and Trademark
Ofice. 1d. Catamount has successfully registered the mark in
Switzerland and the European Union. 1d.

The approximate retail price of Pocket Money is $30. Aug.



10, 2004 Tr. at 126. In 1999, Catanount’s sal es of Pocket Money
were approxi mately $24,000. Aug. 10, 2004 Tr. at 192. In 2000,
its sal es of Pocket Money were approxi mately $75,000. Aug. 10,
2004 Tr. at 61. In 2001, sales rose dramatically to
approximately $260,000. I1d. This rise in sales coincided with
Handmar k t aki ng over nost of the distribution and marketing of
Pocket Money. Handnark took over as the online and retai

di stributer of the English version Pocket Money in |ate 2000.
Aug. 10, 2004 Tr. at 125, 190.

Al t hough Handmark runs nost of the marketing and
di stribution, Catanount retains the right to review and approve
any packagi ng for Pocket Money. Aug. 10, 2004 Tr. at 175. The
Pocket Money package at one tine displayed the “Pocket” portion of
the mark in black and the “Money” portion in red. Catanount
asked Handmark to change the display to one color, in part
because of Mcrosoft’s use of “Mney.” Aug. 10, 2004 Tr. at 173-
74.

In 1997, Mcrosoft devel oped a version of its Wndows
operating systemto run on PDAs, called “Wndows CE.” Aug. 11
2004 Tr. at 182-83. As Mcrosoft adapted sone of its desktop and
| apt op software prograns for PDAs, it adopted a nam ng convention
that placed the word “Pocket” before the name of its desktop or
| aptop software: thus, for exanple, Mcrosoft® Wrd was call ed

“Pocket Word.” Aug. 11, 2004 Tr. at 197; Pl.’s Ex. 19. PDAs



that use the Wndows CE operating systemare generally referred
to as “Pocket PCs.” Aug. 12, 2004 Tr. at 10-11. Mcrosoft does
not manufacture pocket PCs itself. Aug. 11, 2004 Tr. at 90.

On February 5, 1999, Mcrosoft informed Catanount that it
intended to market personal financial nmanagenment software to run
on Pocket PCs as M crosoft® Pocket Miney. Pl.’s Ex. 19. A
series of correspondence followed in which Catanount vehenently
opposed this plan and M crosoft maintained its right to use its
chosen nane. |1d. Eventually, on May 10, 1999, M crosoft
i nformed Catanount that “for various reasons” it would “pursue a
different nam ng strategy for this product.” 1d. This strategy
was to nane the new product M crosoft® Money for Pocket PC
Pl.”s Ex. 20. Catamount inforned Mcrosoft that any attenpt to
conbi ne the words “Pocket” and “Mney” in a product name woul d be
met by litigation. |1d.

M crosoft ® Money for Pocket PC was released in 2000. I1d.
It is pre-installed on many Pocket PCs and is avail able on
M crosoft’s web site, where consuners can downl oad the software.
It is also avail able as part of the software package for
M crosoft ® Money 2003. M crosoft does not charge custoners for
M crosoft ® Money for Pocket PC. Aug. 12, 2004 Tr. at 64.

Cat amount presented sone isol ated exanpl es of confusion
about the marks at issue in this case. Two potential custoners

appear to have been seeking the Mcrosoft product when they



contacted Catanount. Pl.’s Ex. 22. Catanmount al so presented
sone di scussion on internet newsgroups that denonstrate confusion
about the origins of Pocket Money and M crosoft® Money for Pocket
PC. Pl.’s Ex. 30. Catanount did not present evidence of any
custoners who declined to purchase Pocket Money because of an
erroneous belief that the product was associated with M crosoft.
Aug. 11, 2004 Tr. at 38.

Agents of Mcrosoft and third parties have occasionally
referred to Mcrosoft® Money for Pocket PC as “Pocket Money”.
Pl."s Exs. 22-23, 25-29 and 32. Sone of these references appear
in locations (such as hidden files) that are unlikely to be
vi ewed by consuners. Aug. 12, 2004 Tr. at 25. Qher references
have appeared on the web sites of third party retailers. Pl.’s
Ex. 25-26. In addition, Mcrosoft technical support personnel
often referred to Mcrosoft® Money for Pocket PC as *Pocket
Money” in their correspondence with users. Pl.’s Ex. 32.

Cat amount began to conpete directly with Mcrosoft® Money
for Pocket PCin 2001 when it released its version of Pocket Money
for the Wndows CE operating system Catanmount asked Handmark to
refer to this version of Pocket Money as “Pocket Money for Pocket
PC'. Aug. 10, 2004 Tr. at 176. The addition of “for Pocket PC
| ets consunmers know what device the product is for. Aug. 12,
2004 Tr. at 4-6. In a simlar vein, Tom Jaros (the devel oper of

Pocket Money for Pocket PC) naned a different program *Seynour for



Pocket PC'. Id.

At trial, Catamount offered a survey conducted by RL
Associ ates that was designed to test whether *“PocketMney” is a
descriptive or a suggestive mark. Pl.’s Ex. 10. The survey
consisted of 141 interviews of individuals selected at random at
five shopping malls around the country. 1d. RL Associates
selected as its universe® all individuals aged ei ghteen or ol der.
Aug. 11, 2004 Tr. at 112-116. Dr. Rappeport of RL Associ ates
testified that he chose to study the universe of all individuals
because PDAs were, at that tine, a new product with a rapidly
expanding market. 1d. Dr. Rappeport assuned that many
i ndividuals could be within the class of potential consuners of
PDA products even if they were not currently aware of this. |1d.
The results of the survey suggest that nost nenbers of the
general public are not famliar with a software product called
Pocket Money, and that the public does not understand the nane
“Pocket Money” as one that describes the product’s
characteristics. Pl.’s Ex. 10. The survey was not designed as a
i kelihood of confusion survey. Aug. 11, 2004 Tr. at 154.

Di scussi on

Cat anount clains that Mcrosoft has caused reverse confusi on

with Catanount’s mark Pocket Money by using M crosoft® Mney for

® A survey’'s “universe” is the rel evant popul ati on about
whi ch the survey is intended to provide information. See
Ref erence Manual on Scientific Evidence 239 (2d ed. 2000).
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Pocket PC to identify its financial managenent software for PDAs.
Reverse confusion is “the msinpression that the junior user is

the source of the senior user’s goods.” Banff, Ltd. v. Federated

Dep’t Stores, Inc., 841 F.2d 486, 490 (2d Cir. 1988). 1In this

case, reverse confusion would be the m sinpression that M crosoft
is the source of Catampunt’s Pocket Money software. A cl ai m of
reverse confusion is actionable under 15 U.S.C. A 8§ 1125(a)(1)(A

(2003). Banff, 841 F.2d at 491; see also Sterling Drug, Inc. v.

Bayer AG 14 F.3d 733, 740 (2d Gr. 1994); Lang v. Ret. Living

Publ"g Co., 949 F.2d 576, 583 (2d Gr. 1991).

M crosoft has presented a nunmber of different theories under
which it believes it is entitled to judgnment on partial findings.
First, Mcrosoft argues that the mark “Pocket Money” is not
entitled to protection. Second, Mcrosoft argues that there is
no |likelihood of confusion between the two marks. M crosoft al so
clainms that it cannot be held liable for sinply conmbining its
preexi sting mark “M crosoft® Money” with a descriptive phrase
such as “for Pocket PC.” Finally, Mcrosoft urges that Catanount
is not entitled to nonetary relief as it failed to prove any
damages stemm ng from M crosoft’s alleged infringenent.

The Court finds that Mcrosoft is entitled to judgnent on
three of these grounds. First, after weighing the so-called
Pol aroid factors, the Court concludes that there is no |ikelihood

of the reverse confusion alleged by Catanount. See Pol aroid




Corp. v. Polarad Elecs. Corp., 287 F.2d 492, 495 (2d Cr. 1961).

Second, the Court agrees that the product nane “M crosoft® Mney
for Pocket PC sinply conbines Mcrosoft’s senior nark,
“Mcrosoft® Money,” wth a descriptive phrase. Thus, M crosoft
cannot be held liable for trademark infringenment on the basis of
this nanme. Finally, the Court agrees that Catanount failed to
show any damages resulting from M crosoft’s actions.

A Entitlenment to Protection

M crosoft argues that “PocketMoney” is not a protectable
mar k. Al though the Court disagrees, discussion of this issue
wi |l provide useful background. In particular, it is inportant
to note that although the “Pocket Money” mark, when considered as
a whole, is suggestive, it contains descriptive elenments. Thus,
while the mark is protectable, infringenment cannot be based
sinply on a descriptive use of one of its elenents. See Am_

Cyanam d Corp. v. Connaught Labs., Inc., 800 F.2d 306, 308 (2d

Cir. 1986) (noting that trademark | aw does not prevent
“conpetitors fromusing generic or descriptive terns to inform
the public of the nature of their product”).

As Pocket Money is an unregistered mark, Catanmount mnust
denonstrate that it merits protection. Banff, 841 F.2d at 489.
Trademarks fall into four categories, determ ning the degree of
protection afforded them “these classes are (1) generic, (2)

descriptive, (3) suggestive, and (4) arbitrary or fanciful.”



Abercronbie & Fitch Co. v. Hunting Wirld, Inc., 537 F.2d 4, 9 (2d

Cr. 1976). A generic termactually defines the product, “and
refers to the genus of which the particular product is a

species.” Lane Capital Mynt., Inc. v. Lane Capital Mynt., Inc.,

192 F.3d 337, 344 (2d Cir. 1999); see also Abercronbie, 537 F.2d

at 9. A descriptive term“describes the product’s features,
qualities, or ingredients in ordinary |anguage or describes the

use to which the product is put.” Lane Capital Mgnm ., 192 F. 3d

at 344. A termis suggestive if it “merely suggests the features
of the products, requiring the purchaser to use inagi nation,
t hought and perception to reach a conclusion as to the nature of
goods.” 1d. Atermis arbitrary if it applies a common word in
an unfamliar way, and fanciful if the word has been invented for
its use as a mark. 1d.

CGeneric terns are never entitled to trademark protection.

See Abercronbie, 537 F.2d at 9. A descriptive mark is only

entitled to protection if it has “acquired a secondary neaning in
its particular market[, so] that the consum ng public primarily

associates the termwith a particular source.” Bristol-Mers

Squibb Co. v. McNeil-P.P.C., Inc., 973 F.2d 1033, 1040 (2d Gr.

1992). A plaintiff need not prove secondary neaning in order to
gain trademark protection for a suggestive term |d.
In this case, the question is whether PocketMney is

descriptive or suggestive. PocketMney is a conposite nark,

10



consi sting of the words “Pocket” and “Money” joined together.

The first elenment, “Pocket,” is descriptive when used of conputer
hardware as it describes the size of the hardware. Catanount
argues that “Pocket” cannot be descriptive of software because
software is “intangi ble” and cannot be placed in a pocket. Aug.
12, 2004 Tr. at 155-56. This argunent is m splaced, however.

The Court nust consider “how the words are used in context rather

than their nmeaning in the abstract.” Bristol-Mers Squi bb, 973

F.2d at 1041; see also Thonpson Med. Co. v. Pfizer Inc., 753 F.2d

208, 213 (2d Cr. 1985) (“the determ nation whether a mark is
descriptive or suggestive cannot be made in a vacuum it is
necessary to surm se the nental processes of those in marketpl ace
at whommark is directed”). Evidence at trial suggested that,
when used in connection with software, “pocket” is descriptive of
software designed to run on “pocket-sized” conputers. In fact,
when he nanmed Pocket Money, Macia was al ready aware of software
that applied this descriptive use of “pocket.” Aug. 10, 2004 Tr.
at 188. Moreover, this descriptive use of “pocket” for software
has only become nore common since that tinme. Aug. 11, 2004 Tr.

at 57-58. Thus, even if “pocket” was nerely suggestive for
software when Macia first nanmed his product, there is no question
that the termis descriptive today. Hundreds, if not thousands,
of software products now include a descriptive use of the word

“pocket” in their name. |1d.
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“Money” lies close to the border between suggestive and
descriptive when applied to consuner software. Although it does
not i mredi ately convey an idea about the product’s
characteristics, it is not difficult to conclude that the product
m ght be financial managenent software. Neverthel ess, even
t hough “Pocket” is descriptive and “Mney” may al so be
descriptive, Catamount’s conposite mark may be worthy of
protection as suggestive. Marks are considered as wholes and the
consolidation of two descriptive terns may result in a conposite

mark that is suggestive. See, e.g., WWW Pharm Co. v.

Gllette Co., 808 F. Supp. 1013, 1022 (S.D.N. Y. 1992)

(consolidation of two descriptive or generic ternms, “sport” and
“stick,” suggested both product’s form and usage, but required
sone imagi nation to surm se nature of product, and thus was
suggestive mark), aff’'d, 984 F.2d 567 (2d G r. 1993); see also
Banff, 841 F.2d at 489 (conbination of arbitrary and generic
terms in mark “Bee Wear” resulted in suggestive or arbitrary
mark). “Pocket noney” is used to refer to both noney carried in
a pocket for occasional expenses and a child s all owance. These
senses of the conposite termare not descriptive of Catanount’s
pr oduct .

The survey conducted by RL Associ ates al so provi des sone
support for the conclusion that *“PocketMoney” is suggestive. The

survey does not provide strong evidence because it sanpled the

12



views of the general public rather than those known to be likely

to purchase software for PDAs. See Blisscraft of Hollywood v.

United Plastics Co., 294 F.2d 694, 699 (2d Gr. 1961) (critical

guestion is whether mark is descriptive to prospective
purchasers, not general public). Nevertheless, Dr. Rappeport, an
experienced statistician, testified that a survey of the general
public woul d provide useful information about how prospective
purchasers woul d perceive the mark. Aug. 11, 2004 Tr. at 112-
116. Al so, the small subset of those survey participants who
owned PDAs gave simlar responses to the other subjects. Pl.’s
Ex. 10. Thus, the survey provides a small anount of additional
evi dence that Catanount’s mark i s suggesti ve.

Considering only the Plaintiff’s evidence, Mcrosoft is not
entitled to judgnent on the ground that Catanount has no
protectable rights in its mark. This does not nean that the
Court m ght not have reached a different conclusion after hearing
all of the evidence. At this stage of the trial, however, the
Court finds that “PocketMoney” is a suggestive mark even though
it contains descriptive el enents.

B. “Pocket PC" is a Generic Termand “for Pocket PC' is a
Descriptive Phrase

It will be helpful to address the status of the term “Pocket
PC" and the phrase “for Pocket PC before discussing Mcrosoft’s
ot her grounds for judgnment. Wether a termis descriptive or

generic is a fact-bound determ nation that depends on how

13



prospective buyers understand the term See DuPont Cel | ophane

Co. v. Waxed Prods. Co., 85 F.2d 75, 81 (2d G r. 1936) (A Hand,

J.) (quoting Bayer Co. v. United Drug Co., 272 F. 505, 509

(S.D.N Y. 1921) (L. Hand, J.)); see also Genessee Brewing Co. V.

Stroh Brewing Co., 124 F.3d 137, 144-45 (2d Cr. 1997) (consumer

understanding will determ ne extent to which term comuni cates
functional characteristics and significance of ternis doing so).
The Court was unable to make such fact-bound determ nations at
summary judgnent. Order at 2-3 (Doc. 178) (denying Mcrosoft’s
notion for reconsideration).

Havi ng heard Catanount’s evidence at trial, the Court finds
that “Pocket PC' is a generic term Jaros testified that “Pocket
PC’ refers to a hand-held conputer that runs a Wndows CE
operating system Aug. 12, 2004 Tr. at 10-11. Thus, “Pocket PC
is essentially a nane for a type of product and is a generic
term

Cat anount argues that “Pocket PC’ cannot be generic because
it has becone a trademark of Mcrosoft. Catamount’s Md-Tri al
Mem of Law at 7-8 (Doc 240). This claimis untenable. First,
“Pocket PC’ refers to hardware and M crosoft does not even
produce hardware. Second, Pocket PCs are produced by many
di fferent manufacturers so “Pocket PC' cannot be an indicator of
a single source. The fact that a termrefers to a wide variety

of sources is evidence that it is generic. See, e.g., Pilates,

14



Inc. v. Current Concepts, Inc., 120 F. Supp. 2d 286, 301

(S.D.N.Y. 2000). There was sone evidence that Mcrosoft asks its
own Original Equi pnment Manufacturers (“CEMs”) to use the term
“Pocket PC’ in specific ways when describing products. Pl.’ s Ex.
24. This is very different from M crosoft claimng that term as
a trademark, however. There was no evidence that M crosoft
attenpts to control howthe termis used by parties other than
its owmn staff or its CEMs. Thus, Catanount presented no evi dence
that Mcrosoft actually clains (or could claim intell ectual
property rights in the term “Pocket PC.”

Cat anount al so argues that *“Pocket PC’ cannot be generic
because it is descriptive of a species of conputer. Catanount’s
Md-Trial Mem of Law at 6 (Doc 240). This argunent is based on
a m sunderstandi ng of both trademark | aw and | anguage. First, it
is well settled that a term designating a sub-species can itself

be a generic term See O okoyama Co. Ltd. v. Wne of Japan

| mport, Inc., 175 F.3d 266, 271 (2d Gr. 1999) (collecting

cases). This is sinply comopn sense. For exanple, “cheddar”
refers to a species of the genus cheese but is obviously a
generic term Second, generic terns, like all nanmes, can have
descriptive elenments. This is a fundanmental principle of

| anguage. Even place nanes can have descriptive conponents. For
exanpl e, one doesn’'t have to be a geography expert to guess that

Portsmouth in New Hanpshire is at the nmouth of a river and

15



contains a port. Simlarly, “box-cutter” is a generic termfor a
kind of tool even though it is descriptive of one of the
potential uses of this tool. |In fact, generic terns are

sonetines referred to as “descriptive nanes.” Park ‘N Fly, Inc.

v. Dollar Park and Fly, Inc., 469 U S. 189, 194 (1985) (“Marks

that constitute a conmon descriptive name are referred to as
generic.”) Thus, the term “Pocket PC' can be generic even though
it refers to a sub-species of conputer hardware and has a
descriptive elenent. Catanount’s own evidence strongly supports
the view that “Pocket PC' is a generic nane used to refer to a
type of product. Aug. 12, 2004 Tr. at 10-11

Havi ng found that “Pocket PC' is a generic termit is easy
to determne that “for Pocket PC is a descriptive phrase.
Producers of software use the phrase to inform custonmers about
what hardware the software runs on. Aug. 10, 2004 Tr. at 176;
Aug. 12, 2004 Tr. at 75. Catanount’s own evidence nmakes this
clear. Jaros testified that he nanmed a product “Seynour for
Pocket PC’ so that custoners would know what kind of platformit
ran on. Aug. 12, 2004 Tr. at 75. This is clearly a descriptive
use of the phrase as it provides custoners with information about
the potential uses of the product.

C. Li kel i hood of Confusion
Cat anount nust establish that “an appreci abl e nunber of

ordinarily prudent purchasers are likely to be msled, or indeed

16



sinply confused, as to the source of the goods in question.”

Banff, 841 F.2d at 489 (quoting Mushroom Makers, Inc. v. R G

Barry Corp., 580 F.2d 44, 47 (2d Cr. 1978) (per curianm)). As

Cat anmount has pl eaded reverse confusion, Catanmount nust establish
t hat an appreci abl e nunber of consuners will formthe
m si npression that Mcrosoft is the source of Catanount’s
product. See id. at 490.

The Court evaluates the marks in light of the Pol aroid

factors. See Polaroid, 287 F.2d at 495. These factors include,

but are not limted to: the strength of the mark, the degree of
simlarity between the two marks, the proximty of the products,
the likelihood that the prior owner will bridge the gap and enter
t he defendant’s market, actual confusion, the defendant’s good
faith in adopting its own mark, the quality of the defendant’s

product, and the sophistication of the buyers. 1d.; see also

Banff, 841 F.2d at 489-90. The Polaroid factors are not
excl usive and should not be applied nechanically; the weight
accorded to each factor may vary depending on the facts of each

case. See Arrow Fastener Co., Inc. v. Stanley Wrks, 59 F.3d

384, 400 (2d Gir. 1995).
1. Strength of the Mark
The Court has previously noted that a senior user’s relative
| ack of commercial strength should be accorded |l ess weight in a

reverse confusion case. Op. & Oder at 15 n.8 (Doc. 172). This

17



is because “in a reverse confusion case, the junior user is not
trying to take a free ride on the recognition value of a strong,
senior mark.” MCarthy on Trademarks and Unfair Conpetition 8

23:10 (4th ed. 2004); see also Sunenblick v. Harrell, 895 F

Supp. 616, 627-28 (S.D.N.Y. 1995), aff’'d, 101 F.3d 684 (2d GCir.

1996) (unpublished table decision), cert. denied, 519 U S. 964

(1996). Courts nust take care to apply the Polaroid factors to

the specific facts of each case. See Arrow Fastener, 59 F.3d at

400. Here, Catanmount is not suggesting that Mcrosoft is trying
to free ride on the strength of the senior mark. Thus, the Court
concludes that the strength of Catanobunt’s mark is a factor that
shoul d be accorded little or no weight in this case.
2. Degree of Simlarity

At summary judgnent, the Court held that a trier of fact
could conclude that the simlarity of the marks was a factor
favoring Catanmount. As the final trier of fact, however, the
Court reaches a very different conclusion. Catanount’s evidence
established that “Pocket PC’ is a generic termand that “for
Pocket PC’ is a descriptive phrase. This neans that Mcrosoft’s
mark, “M crosoft® Money for Pocket PC,” should be anal yzed as
having two parts. The first part, “Mcrosoft® Miney,” is the
name of the product. The second part, “for Pocket PC " specifies
whi ch device the product is for. This suggests that consuners

will focus on the first part of the mark as being the true

18



product nanme and identifier of origin.

This is illustrated by Catamount’s own use of “for Pocket
PC’ as a descriptive phrase. The Wndows CE version of
Pocket Money i s nanmed “Pocket Money for Pocket PC.” Aug. 10, 2004
Tr. at 176. Wen Catanount rel eases a version of Pocket Money for
Smart phone it will be named “Pocket Money for Snmartphone.” Aug.
12, 2004 Tr. at 6. Both of these nanmes are |ike Mcrosoft’s mark
in that they contain a product nanme and a descriptive phrase. In
each case, consuners are likely to focus only on the first part
of the mark as this is what actually identifies the product and
its source.

This is not to deny that marks nust be considered as whol es.
See Banff, 841 F.2d at 491. Even when a mark contains a
descriptive or generic elenent, courts nust | ook at the conposite
mark for the purposes of assessing simlarity. See id.
Neverthel ess, this does not nean that courts should ignore the
fact that a mark includes a generic termor descriptive phrase.
This may still be relevant to how consuners are likely to
perceive the mark. Courts should “l ook at the general inpression
created by the marks, keeping in mnd all factors which the

buyi ng public will likely perceive and renenber.” WWW Pharm

Co. v. Gllette Co., 984 F.2d 567, 573 (2d Gr. 1993). 1In this

case, the fact the second part of Mcrosoft’s mark is a

descriptive phrase neans that consuners are likely to focus on

19



the first part of the mark as the designation of origin. This
strongly reduces the probability that consuners will confuse the
mar ks sinply because both contain the words “pocket” and “noney.”
The prom nent display of Mcrosoft’s fanous house mark al so
reduces the Iikelihood of consumer confusion. Courts have often
concl uded that the display of a house mark reduces the risk of

confusion. See Nabisco, Inc. v. Warner-Lanbert, Co., 220 F. 3d

43, 46-47 (2d Cr. 2000) (collecting cases). Here, the house
mark “Mcrosoft” is the first element of the product name itself.
This significantly reduces the |likelihood that consuners wl|
concl ude that “Pocket Money” and “M crosoft® Mney for Pocket PC
cone fromthe sanme source. For these reasons, the court finds
that this inportant factor favors M crosoft.
3. Proximty of the Products and Bridging the Gap
These factors consider how closely the two products conpete
with each other and if they are likely to cone into closer
conpetition. Lang, 949 F.2d at 582. |If the two products are not
conpetitors then confusion is less likely. 1In this case, it is
clear the products serve the sane purpose and directly conpete
with each other. As the products conpete directly there is no
‘gap’ to be bridged. These factors favor Catanount.
4. Actual Confusion
As this is a reverse confusion case, Catanmount nust show

that consuners are likely to think that Mcrosoft is the source
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of Catanount’s Pocket Money software. See Banff, 841 F.2d at 490.
Mor eover, this confusion nmust be the kind of confusion that
“affects ‘the purchasing and selling of the goods or services in

question.’” Lang, 949 F.2d at 583 (quoting Programed Tax Sys.,

Inc. v. Raytheon Co., 439 F. Supp. 1128, 1132 (S.D.N. Y. 1977)).

At trial, Catanmount added very little new evidence of actual
confusion. Thus, Catanount’s evidence of actual confusion was

di scussed in the Court’s summary judgnent order. See Op. & Order
at 18-20 (Doc. 172). There is no need to repeat that discussion.
The Court again concludes that this handful of anecdotes of
consuner confusion should be considered “de mnims evidence.”

Nora Beverages, Inc. v. Perrier Goup of Am, Inc., 269 F.3d 114,

124 (2d Cr. 2001).

Mor eover, Catanmount’s evidence from online discussions does
not denonstrate confusion involving potential consuners of its
product who m stakenly believed that it was produced by
Mcrosoft. Simlarly, evidence that agents of M crosoft have
occasionally referred to their product as “Pocket Mney” does not
establish that consuners have m stakenly concl uded t hat
Catanount’s product is associated with Mcrosoft. 1In fact, Macia
conceded that he did not know of any instances in which a
consuner had declined to purchase Pocket Money because of a
m st aken belief that the product was associated with M crosoft.

Aug. 11, 2004 Tr. at 38-39. Thus, the Court saw no evi dence of

21



actual confusion that woul d support Catanpunt’s reverse confusion
claim The errors denonstrated by the evidence do not permt the
inference that Catanmount will suffer “commercial injury in the
formof either a diversion of sales, damage to goodwi ||, or |oss
of control over reputation.” Lang, 949 F.2d at 583. This factor
favors M crosoft.
5. Good Faith

Al t hough Cat anmobunt has strongly urged the concl usion that
M crosoft acted in bad faith, the evidence presented at trial
does not support this view. Generally, bad faith is established
by proof that “‘the defendant adopted its mark with the intention
of capitalizing on plaintiff’s reputation and goodw || and any
confusi on between his [sic] and the senior user’s product.’”

Lang, 949 F.2d at 583 (quoting Edison Bros. Stores, Inc. V.

Cosmair, Inc., 651 F. Supp. 1547, 1560 (S.D.N.Y. 1987)).

Cat amount presented no evi dence show ng that M crosoft intended
to capitalize on Catanobunt’s reputation or good wll.

Odinarily, a finding that Mcrosoft did not attenpt to
appropriate Catanount’s good will would end the bad faith
inquiry. In a reverse confusion case, however, the junior user
is unlikely to be trying to capitalize on the good will of the
senior user. See McCarthy on Trademarks and Unfair Conpetition §
23:10 (4th ed. 2004). Thus, bad faith is nore likely to be based

on a decision to use a mark knowng that the mark will cause
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consuner confusion. This was the situation in Big OTire

Dealers, Inc. v. Goodyear Tire & Rubber Co., 408 F. Supp. 1219

(1976), aff’'d as nodified, 561 F.2d 1365 (10th Cr. 1977). In

Big O the Court found adequate evidence of bad faith where
Goodyear know ngly adopted a mark identical to that of a direct
conpetitor. See Big O 408 F. Supp. at 1233 (noting that
Goodyear “proceeded with an intentional and deliberate
infringenment of plaintiff’s trademark” and that this was a
“wanton and reckl ess disregard of the rights of the plaintiff”).
Cat anount has repeatedly argued that the facts in Big O are
directly anal ogous to the facts of this case. This is not
correct. In Big O the defendant used an identical mark know ng
it would cause confusion. Here, Catanount’s own evidence shows
that M crosoft considered using an identical (or nearly
identical) mark but decided against it. Pl.’s Ex. 19-20. This
is very different fromthe Big O case where the defendant pressed
ahead with its initial plan despite knowng that it would cause
confusion. There is no reason to conclude that Mcrosoft did not
have a good faith belief that it was entitled to use the mark it
finally chose. Thus, this factor weighs in favor of Mcrosoft.

Cat anount cites Mbil G| Corp. v. Pegasus Petrol eum Corp.

818 F.2d 254 (2d G r. 1987) for the proposition that the
def endant’ s know edge of plaintiff’s trademark rights gives rise

to a presunption that the defendant intended to infringe.
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Catamount’s Md-Trial Mem of Law at 11 (Doc 240). A nonent’s
t hought is sufficient to realize that this cannot be a correct
statenent of the law. Cbviously, a defendant can only be
presuned to have acted in bad faith if it know ngly adopted a
confusingly simlar mark. Indeed, this is the holding of Mbil

Q. See 818 F.2d at 259; see also Paddington Corp. v. AttiKki

Inp. & Distrib., Inc., 996 F.2d 577, 587 (2d GCr. 1993); WWW

Pharm, 808 F. Supp. at 1024. Here, the marks are not so simlar
that an inference of bad faith autonmatically arises from
M crosoft’s prior know edge of Catanount’s nmark.
6. Quality of the Product

Tom Jaros, the devel oper of Pocket Money for Pocket PC,
testified that Mcrosoft’s product was inferior. Aug. 12, 2004
Tr. at 26-27. He testified that Pocket Money has a nunber of
useful features that are not available in Mcrosoft® Money for
Pocket PC. |1d. Catanobunt al so presented evidence suggesting
that Mcrosoft’s product has a poor reputation. Pl.’s Ex. 30.
However, this hearsay evidence was not adm ssible to prove the
truth of the matter regarding the quality of Mcrosoft’s product.
Finally, there was evidence showi ng that both products had the
usual assortnent of bugs and glitches associated with new
prograns. Aug. 10, 2004 Tr. at 201-02. Catanmount offered no
expert or third party testinony on the quality of the products.

Overall, the evidence did not establish a wide disparity in
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quality between the products. At best, this factor weakly favors
Cat anount .
7. Sophi stication of the Buyers
Cat amount did not present evidence directly addressing the
i ssue of sophistication of the buyers. Generally, sophisticated
consuners are thought less likely to be confused by simlar

mar ks. Bristol -MWers Squi bb, 973 F. 2d at 1046. Mbr eover,

financi al managenent software appears to be the kind of product

t hat woul d appeal to sophisticated consuners. See M & G El ecs.

Sales Corp. v. Sony Kabushi ki Kaisha, 250 F. Supp. 2d 91, 104

(E.D.N. Y. 2003) (finding el ectronic products consuners

sophisticated); Nat’'l Info. Corp. v. Kiplinger Wash. Editors,

Inc., 771 F. Supp. 460, 465 (D.D.C. 1991) (purchasers of

financial publications |ikely to exercise care); Lanbda El ecs.

Corp. v. Lanbda Tech., Inc., 515 F. Supp. 915, 928 (S.D.N.Y.

1981) (finding conmputer software package purchasers
sophisticated). Nevertheless, as no evidence was presented on
this issue, the Court will not consider this factor as favoring
ei ther party.

Overall, it is clear that the Polaroid factors require
judgment for Mcrosoft. The only factors favoring Catanount
involve the proximty and quality of the products. Cboviously,
Cat anmount cannot prevail under the Lanham Act sinply because it

produces a superior product that directly conpetes with
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M crosoft’s product. The nore inportant factors of simlarity of
the marks and actual confusion support Mcrosoft. The evidence
suggests that Mcrosoft’s mark has only caused a de mnims
anount of actual confusion and, given the dissimlarity between
the marks, is unlikely to cause nuch confusion in the future. As
Cat amount failed to establish likelihood of confusion at trial,
Mcrosoft is entitled to judgnent on Catanount’s Lanham Act

claim

D. M crosoft’s Mark Conmbines a Pre-existing Mark with
a Descriptive Phrase

M crosoft argues that it cannot be held liable for
i nfringenment based on a mark that sinply conbines a prior mark
with a descriptive phrase. Mcrosoft’s use of M crosoft® Money
predat es Catamobunt’s use of Pocket Money. The evidence at tri al
established that “for Pocket PC' is a descriptive phrase. Thus,
M crosoft is correct that its mark is a conbination of a prior
mar k and a descriptive phrase.

The rule in the Second Circuit is that a finding of
i nfri ngement cannot rest solely on the use of a generic or
descriptive term See Banff, 841 F.2d at 492. This rule was

established in Am Cyanam d Corp. v. Connaught Labs., Inc., 800

F.2d 306 (2d Cir. 1986). In Connaught, the court found that the
term“H B” was a generic termfor a type of influenza. 1d. at
308. The court concluded that there could be no trademark

i nfri ngement where the non-generic el enents of the conpeting
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marks were totally different. See id.

__ _This case is not identical to Connaught. This is because

t he non-descriptive portion of Mcrosoft’s mark (“M crosoft®
Money”) is simlar to an element of Catanount’s mark. Thus,
Catanmount is not claimng that Mcrosoft’s infringenent is based
solely on the use of the generic term “Pocket PC or the
descriptive phrase “for Pocket PC.” Nevertheless, Mcrosoft is
still entitled to judgnent. This is because the Mcrosoft’s use
of this non-descriptive elenment predates Catanount’s mark. Thus,
M crosoft is entitled to use “Mcrosoft® Money” as part of the
product nane for the Pocket PC version of its software.

Cat anmount has di sputed that M crosoft® Muney for Pocket PC
is a version of Mcrosoft Mmney. |In support of this contention,
Cat amount offered evidence that the two products differ in
functionality and | ayout. Aug. 12, 2004 Tr. at 18-19.
Nevert hel ess, Catanobunt does not dispute that both Mcrosoft®
Money for Pocket PC and M crosoft® Money are personal finance
applications. Thus, it is reasonable to consider the new product
a “version” of Mcrosoft® Money. This neans that Mcrosoft is
entitled to use both of the elenents of its product nanme. The
first element, “Mcrosoft® Money,” is a senior mark. The second
el ement, “for Pocket PC,” is nerely a descriptive phrase. The
Lanham Act does not prohibit conpanies from describing the

functionality of their products. A conpetitor should not “be
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permtted to inpoverish the | anguage of conmerce by preventing

his fellows fromfairly describing their own goods.” Bada Co. v.

Mont gonery Ward & Co., 426 F.2d 8, 11 (9th Gr. 1970), cert.

deni ed, 400 U. S. 916 (1970). Thus, even if the Court had found a
i kelihood of confusion, Mcrosoft would not be |iable under the

Lanham Act because this would punish Mcrosoft for using a senior
mark in conmbination with a useful descriptive phrase.

E. Catanount Failed to Establish that it had Suffered
Damages

Cat ampbunt seeks $135, 300, 000. 00 i n darmages. This
astonishing claimis nade even nore remarkable by the fact that
Cat amount failed to present any evidence that it had suffered
damages as a result of Mcrosoft’s actions. Second Grcuit |aw
is clear that danages are available “only to the extent that

injury is shown already to have been suffered.” WWW Pharm,

808 F. Supp. at 1020 (citing Monsanto Chem Co. v. Perfect Fit

Prods. Mg. Co., 349 F.2d 389, 392 (2d Cir. 1965), cert. denied,

383 U.S. 942 (1966)). This rule applies in both forward and
reverse confusion cases. See id. Thus, even if Catanount had
established a |likelihood of confusion, it would not be entitled
to a nmonetary award. Catanount’s extravagant damages claimis
itself a good rem nder of why courts must restrict thenselves to
damages cal cul ations that are not based on specul ati on.

Cat ambunt was unable to denonstrate any harmto its

busi ness. Aug. 12, 2004 Tr. at 149. |In fact, Catanount’s sales
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rose dramatically after Mcrosoft released its conpeting product.
Aug. 10, 2004 Tr. at 61, 192. Catanount argues that its use of
Handmar k’ s di stribution network plus the increasing size of the
PDA mar ket explain this increase. Aug. 11, 2004 Tr. at 100.
Catanmpbunt clains that its sales would have risen even nore
dramatically if Mcrosoft had chosen a different nanme for its
product. Although this is a possibility, Catanmount conceded that
the claimis entirely specul ative. Aug. 12, 2004 Tr. at 149.

The Court acknow edges that the requirenent that the
plaintiff show that it has suffered harm does not necessitate
that the plaintiff prove an exact anount of damage. The Suprene
Court has recogni zed that harmmay be difficult to quantify and

this should not al ways bar recovery. See Bigelow v. RKO Radio

Pictures, 327 U S. 251, 264 (1946). Nevertheless, a plaintiff
nmust present some evidence fromwhich the fact finder can render
a verdict that is not based on “specul ati on and guesswork.” Id.;

see al so East man Kodak Co. V. Southern Photo Materials Co., 273

U. S 359, 379 (1927) (“[d]anages are not rendered uncertain
because they cannot be cal cul ated with absol ute exactness,” but
there nust be a “reasonabl e basis of conputation”). This is a
fundamental principle of |aw

Cat anmount argues that Big O Tire Dealers, Inc. v. Goodyear

Tire and Rubber Co., 561 F.2d 1365 (10th Cr. 1977) provides the

Court with a reasonabl e nethod of conputing damages. This nethod

29



is to award one quarter of the defendant’s advertising expenses.
See Big O 561 F.2d at 1374-76. Such a damage award woul d al | ow
Catanount to engage in a corrective advertising canpaign to
remedy confusion caused by Mcrosoft’s mark. See id. There are
i nportant differences between the facts of Big O and the facts of
this case. Unlike Big O this case does not involve identica

mar ks and does not involve bad faith fromthe defendant. Thus,
Big O may not provide a useful neasure of damages for this case.

See A&H Sportswear Co., Inc. v. Victoria' s Secret Stores, 967 F

Supp. 1457, 1478-79 (E.D. Pa. 1997) (declining to apply Big O
where there was no showi ng of bad faith and defendant had not
used a mark identical to that of the plaintiff). Al so, not al
courts have accepted that Big O provides a non-specul ati ve net hod

of conputing damages. See Trovan, Ltd. v. Pfizer, Inc., CV-98-

00094, 2000 W. 709149 at *12 n.16 (C.D. Cal. My 24, 2000)
(hol di ng that evidence of defendant’s advertising expenses, taken
al one, does not provide a non-specul ati ve neasure of danages).
Regardl ess, as the Court has not found a |ikelihood of
confusion, corrective advertising is not warranted here.
Mor eover, even if confusion had been denonstrated, Catanount did
not present any evidence establishing Mcrosoft’s adverti sing
expenses for Mcrosoft® Miney for Pocket PC (M crosoft clains
that this is because there were no such expenses). Thus, the

Court was provided wth no reasonable neans to cal cul ate the cost
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of a corrective advertising canpaign.

Cat anobunt suggests that the Court should consider nore than
the advertising expenses for Mcrosoft® Money for Pocket PC. 1In
arriving at its enornous damages claim Catanount suggests that
the Court should look to all of Mcrosoft’s expenditures
pronoting Mcrosoft® Money and its spending pronoting all of its
Pocket PC software. This remarkable claimis without nerit.

M crosoft’s expenditures pronoting its senior mark “M crosoft®
Money” and ot her products unrelated to the case at hand cannot
provide a basis for Catanmount’s danages. Overall, Catanount
presented no evidence justifying an award of damages.

E. State Law C ai ns

M crosoft is entitled to judgnent on Catanmount’s state | aw
clainms of trademark infringenment, trademark appropriation, and
unfair conpetition, because success on these clains also rests

on |likelihood of confusion. See Vt. Mdtor Co. v. Mnk, 116 Vt.

309, 312, 75 A.2d 671, 673 (Vt. 1950) (holding that trademark
appropriation and unfair conpetition require a |ikelihood of

confusion); see also Maguire v. Gorruso, 174 Vt. 1, 3 n.1, 800

A.2d 1085, 1088 n.1 (2002) (noting that the common | aw of
trademark infringenent has been “federalized” although not
preenpted by the Lanham Act). Although there is no Vernont case
| aw establi shing a cause of action for trademark di sparagenent,

cases recognizing this cause of action require that a likelihood
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of confusion be denonstrated to sustain such a claim See,

e.g., Big O 408 F. Supp. at 1248. Thus, having failed to

establish a |ikelihood of confusion, Catanount cannot prevail on
its state |aw cl ai ns.

Concl usi on

For the foregoing reasons, Mcrosoft’s Mtion for Judgnent
on Partial Findings is granted and the Court finds for M crosoft
on all of the remaining counts of Catanount’s Second Anended
Conplaint. Mcrosoft’s counterclaimin this action was pl eaded
in the alternative and only arises if a likelihood of confusion

is found. Thus, Mcrosoft’'s counterclaimis dism ssed as noot.

CASE CLOSED

Dated at Burlington, Vernont this __ day of Septenber, 2004.

WIlliam K. Sessions |11
Chi ef Judge
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